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18 wcakne»ses become fully apparcnt only a.ftc"'

downft.ll, close quotc. And Gcorge Kennan. ,:M‘(t’

Qva’*uc\ AM«V\ |
p-h.l%zg— the Soviet system has said rccent Y

quote, that the commun;ist system is deeply wrong -~ -

wron.g; about human t‘xaitpre, wrong ab.ou.t how the world
really works, wrong abou_t. the importance of moral

force=, wrong in its whole oUtlook, close quote, B.ut :
even Kennan agrees t'ha,'t these underlying probl‘ems may_‘
zxu:n.,j force significant changes for a long time to come,

And I cv'-‘t'tai.nly feel that too>much optimisﬁm at this time g
c.ould be pretty dangerous. "But these problems wil-l

continue to plague the Boviets as long as their economic

structure maintains its present form., ; 1

GCare Cja‘[‘uob\
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and lcas intcrf erence by the Soviets and;'the polxtical

bureaucracy.

-"»Ccrv'tainly',, if these changes ta:ké',place, togeathery

.

with such developments as a softening of secret police
control, the so~called "monolithic" character of the

Soviet Bloc political and economic structure will undergo

K

nigniticant altera.tion,. Thg basic _n_aj;" e"of the sate]lur

e';co,no'mic— system will have changed and these chdnges

may extend into the Soviet Fystem itselil._f:f In fact,

th»t:x'e are already some signs of decentralization in

1hc Soviet Union," aigns that appeared even before the

death of Stalin. Where all this leads, whethe r the

"changes will come grndually or violently. ‘whether theseﬁ'
' changea will in fact benefit U, S, lecurity interests, no

one really knows. Aa-one of the foremost authorities -

an the Soviet aystem, Merle Fainsod, has said, quote,
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:parti‘cpl,arly' cl.ear.' Gomulka was'v‘very explxcxt i'n'

w

"»I:Vi.“‘écoisﬁri.zing Poland's 1nduutria1' g

"had droppcd aharply un&er communiat control, and

oo ’ 9
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_wa.u the mistaken brlief that
c'aul.d‘ intr oduce 'mass ed\;;ution and still close off
iivhwr;ir; -pe._opl.c {from access. to the rcalitia:s of the outsli'de-
world. He went on.tO'sa‘y. that "Io the industrial and |
c‘d{uc’ational progress which they have made, thé‘y b\avé
go‘.ne far towards turning 'ler.fs iato thinking human
bein.gau" Itm.is conceivable, of course, that thesne
“thinking human be.i_qgl" will pre.ss for st.a.nd’ards of
Jiving more commensurate with those of thc.f‘W.est.cr:n
Wo.t‘“ld, thereby reducing the. tremendox‘xn. emphasis on

heavy induntry and slowing the rate of future Soviet

industrial progress.

POLAND AND HUNGARY--CASE STUDIES

P

1 think that in Poland and Hungary we really have
exaggerated models of the Soviet economic structure.
I sy c.*.xagg_cra_ted models in the sense, firast, that

communist party and police controls are weaker, less

.
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and many are party’ mem'be'riji';, g“_ye"t ';'t_.lfe::s:e' grorup s-“

rwscnt pafrtjf,' police-',. and military intcrft.rena,a .

‘1n the penformnnce of their. asslgncdj taskao T In

addition, the dbje’ctives and t‘-?hfg-"m'o'tivat,ing forces

v"':from those of the Sov-iet rulers.,' Too ‘muc:h'dircct

control and'repression from'_'thé-St_ate_‘.'may lead to

‘ineffic:iemcy and lower productivitys ; On the othm-"'

"Jhand',- a liberal policy givimg thembgreater L_
'authority and responuibility would permit the

B »to ’ex;c-rdiue more influence’ 'o'v_'er,;tbe, 't-re.n.__d of

kS . . %

future events, inc"luding the ground r\.x'_lcq"fox

day-to-~day ope.rnti.on of the ecoﬁomyo"

P e e
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of the people might take thia as a- sign of wca‘kne

4

and a aignal for action against the Stateb ‘Some

thexe elements appar n.tly werr present in ih@

Eaat German riots of" Junc 1953 following

" announcements of more liberal attitudca toward

the consumer. Na.gy's efforts" ini-this direction,i-nf-

‘Hungary some three years ago seemed, to have a

similar effect. T

Third, aside from this underlying concern with

popular discontent arising from the low standards

of living, the Soviet regime must;!consider 'th'c,“;'_‘

fundamental attitude of various groups dom‘i.na(l_ilng

key sectors of the Soviet economy.. To a large

extent, these groups are prisoners of the
bureaucratic economic atructure, yet their.

reaction may'not only lead to the kind of eruption

o e -
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. frustration, and dissatisfaction. Since it is not’

spontaneously uuppoxited. 'the_,regimé must rely
on coercion and _téfroru In brief, flexibility of
‘_dcciaioﬁ?making in the ul‘)per-fecheloné 1u.boughs:
‘at the price of inflexibility in the da);n'to—day

administration of i,ndivi;lutl plants and collective

farms., v - 3 ; : : .
Secand, the Soviet 'hier'archy;'then is contivually
faced with the problem of maintaining this

;i "delicate balance between repression and .incyenti.ve
that I mentioned earlier. Too much repression

might bring a violent internal revulsion, lower

productivity, disrupted pro'ductiou, and, in
foreign affairs, may bring more determined

resistance to the extension of communist influence,
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.of Hving and a chronic iai&ure to satisfy pop\i&ﬁl

expectations. Aw one writer has put it, quote_'

The morale of the popuiation is not an objecti.‘ve.v

v

but an uma«.*voidab].e prerequisite to ef_fevc'tive-

ecomnomic production and 'mi.litar-y"'p'reparediw.e-jaa,

.

cloge quote.

1

Finally, as a consequence of"these-’chitactex-isﬂ"?iciﬁi‘;.,

iOf the system, there is the essential reqﬁiremeﬁt that the Soﬁei

1ead LR ma.intain 2 delicate ba.lance between

édcrcions terror, and repression on the one hand,

: and"’indqatrination'and incentive on the other.

T PROBLEMS
Certainly, the tremendous material progreas of

t*¢ Soviet sconemy over the laast three and a half

-
.

Approved For Release 2000/09/01 : CIA-RDP71T00730R000100010029-0




.

2

‘ Approved For Release 2000/09/01 : CIA-RDP71T00730R000100010029-0
NWC. -page 2

‘\ﬂr—\-@n\.—w: M b

e . . . t ' Sk N
GWMM . r kinds of

I.Atcm or potential weakncns.eu- that will come " to the
surface only under certain vkint.:ls of crisis conditions.
Any significant activation of these weaknesses could,
of course, change our estimates o'f Soviet economic
growth’,

{, Before thé panel reviews some of the key sectors
of the Soviet economy, I'd like to discuss briefly some
of the ma jor ;:;roblema associated with the ‘structure
of this economy; and I think we can best begin by ,‘
examining some of its Principal characteristxca
First, we‘have here a highly centralized
burvaucratxc structure of economic adminiatratxom
This’ appli( 8 to both industry and agriculture
and is5 an integr.al. pPart of their centralized
polit.ica.l. power. And, as you can see from the
charts, there is an inje'ctio"n of secret police
and Party control at every levél of ‘this structure.
! ' . FIRST SLIDE '

' OR.GANIZATIONAL STRUCTURE--INDUSTRY

SECOND SLIDE

ORGANIZATIONAL STRUCTURE-mAGRICULTURE
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SOVIET ECONOMIC PROBLEMS
NATIONAL WAR COLLEGE

4 DECEMBER 1956

Gentlemen, I'd like to aaly right at the start
that all the members of thin panel were a little disturbed

'y the ‘.:oo‘bé.‘y'-t raps in thias kind of one~sided presentation.

And I'd like to stress that we are today solely concerned

with problems of the Soviet economy and not with ita

stremgths. I think there are a tzouﬁle of things we can

in
do to put this discussion/better perspective, First, I

1 N

believe ull the members of this panel generally ~ 25X1A

subscribe to the views expressed by_-:ycs;t..erday,

both w.'ith respect to the current situation and the
possibilit.ez for Soviet economic growth. Therefore,
when we deascribe current or active problefns facing

the Soviet economy; we are rezlly talking about econbm_ic
limitations and .alternatives that face the Kremlin

leadership. We're not talking about weaknesses that

it the general order of economic development
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